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DETAILED ACTION 

1 . This office action is in response to applicants' communication filed on November 13, 
2006. Amendments to claims 1-13, 15-17 and 21-24 and addition of new claims 25-30 have been 
entered. Rejections made under 35 USC 101 and 35 USC 1 12, second paragraph in the last office 
action have been withdrawn in view of the amendments. Claims 1-30 are currently pending and 
have been examined. The rejections and response to arguments are stated below. 

Claim Rejections - 35 USC § 112 

2. The following is a quotation of the second paragraph of 35 U.S.C. 1 12: 

The specification shall conclude with one or more claims particularly pointing out and distinctly claiming the 
subject matter, which the applicant regards as his invention. 

3. Claims 1-30 are rejected under 35 U.S.C, 1 12 ? second paragraph, as being indefinite for 
failing to particularly point out and distinctly claim the subject matter which applicant regards as 
the invention. 

Claims 1-30 recite the limitation "a second potential financial benefit substantially the 
same as the first potential financial benefit". It is not clear what the applicants mean by the term 
"substantially the same" rendering the scope of the claim indeterminate. Appropriate 
clarification/correction is required. 

Claim Rejections - 35 USC § 103 

4. The following is a quotation of 35 U.S.C. 103(a) which forms the basis for all 

obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set forth in 
section 102 of this title, if the differences between the subject matter sought to be patented and the prior art are 
such that the subject matter as a whole would have been obvious at the time the invention was made to a person 
having ordinary skill in the art to which said subject matter pertains. Patentability shall not be negatived by the 
manner in which the invention was made. 



Application/Control Number: 10/820,876 Page 3 

Art Unit: 3692 

5. Claims 1-30 are rejected under 35 U.S.C. 103(a) as being unpatentable over Seaman (US 
Pub. No. 2004/0098327 Al) in view of Ritchken Reference. 

Claim 1 5 Seaman teaches the step of issuing a hybrid security comprising a bond portion 
and an option portion (See Seaman Abstract, Figure 1, Paragraphs 4-12, 21-32). The bond portion 
is interpreted to include a convertible bond. A potential benefit of a bond is the coupon interest (or 
the discounted price in the case of a zero coupon bond). 

Seaman does not explicitly teach the feature of a call spread with the counterparty, 
comprising the steps of: buying from the counterparty a first call option that when exercised 
provides a second potential financial benefit substantially the same as the first potential financial 
benefit; and selling to the counterparty a second call option with a higher strike price than the first 
call option that when exercised provides a third potential financial benefit different from the 
second potential financial benefit. The limitations of "that when exercised provides a second 
potential financial benefit substantially the same as the first potential financial benefit" and "that 
when exercised provides a third potential financial benefit different from the second potential 
financial benefit" are interpreted as intended use of the respective options and hence not given 
patentable weight. 

Ritchken Reference teaches a call spread comprising buying from a counterparty a first call 
option and selling to the counterparty a second call option with a higher strike price than the first 
call option (See Ritchken bottom of page 48). 

Both Ritchken and Seaman are concerned with providing a hybrid financial instrument to 
the user. It would have been obvious to one of ordinary skill in the art to include the teachings of 
Ritchken to the disclosure of Seaman. The combination of disclosures suggests that holders would 
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have benefited from exercising the option without extinguishing the underlying convertible 
instrument (See Seaman Paragraph 1). 

Claim 12, Seaman teaches the step of issuing a hybrid security comprising a bond portion 
and an option portion (See Seaman Abstract, Figure 1, Paragraphs 4-12, 21-32). The bond portion 
is interpreted to include a convertible bond. A potential benefit of a bond is the coupon interest (or 
the discounted price in the case of a zero coupon bond). 

Seaman does not explicitly teach the feature of issuing a first call option from a first 
counterparty to the issuer that when exercised provides a second potential financial benefit 
substantially the same as the first potential financial benefit; and issuing a second call option from 
the issuer to either the first counterparty or a second counterparty that when exercised provides a 
third potential financial benefit different from the second potential financial benefit. The 
limitations of "that when exercised provides a second potential financial benefit substantially the 
same as the first potential financial benefit" and "that when exercised provides a third potential 
financial benefit different from the second potential financial benefit" are interpreted as intended 
use of the respective options and hence not given patentable weight. 

Ritchken Reference teaches a call spread comprising buying from a counterparty a first call 
option and selling to the counterparty a second call option with a higher strike price than the first 
call option (See Ritchken bottom of page 48). 

Both Ritchken and Seaman are concerned with providing a hybrid financial instrument to 
the user. It would have been obvious to one of ordinary skill in the art to include the teachings of 
Ritchken to the disclosure of Seaman. The combination of disclosures suggests that holders would 
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have benefited from exercising the option without extinguishing the underlying convertible 
instrument (See Seaman Paragraph 1). 

Claim 28, Seaman teaches a method for performing a financial transaction with a 
convertible security, a first call option, and a second call option, the financial transaction being 
between an issuer, a first counterparty, a second counterparty, and an investor, the method 
comprising the steps of: issuing from the issuer to the investor the convertible security providing a 
first potential financial benefit, wherein the convertible security is convertible into a first 
predetermined number of units of an underlying security (See Seaman Abstract, Figure 1 , 
Paragraphs 4-12, 21-32). The bond portion is interpreted to include a convertible bond. A potential 
benefit of a bond is the coupon interest (or the discounted price in the case of a zero coupon bond). 

Seaman does not explicitly teach the feature of buying by an issuer from the first 
counterparty, with at least a portion of the proceeds from the issuance of the convertible security, 
the first call option that when exercised provides a second potential financial benefit substantially 
the same as the first potential financial benefit, wherein the first call option is exercisable to 
purchase a second predetermined number of units of the underlying security upon the occurrence 
of a first predetermined event; and selling by an issuer, simultaneous to the buying of the first call 
option, to the second counterparty the second call option with a higher strike price than the first 
call option that when exercised provides a third potential financial benefit different from the 
second potential financial benefit, wherein the second call option exercisable to purchase a third 
predetermined number of units of the underlying security upon the occurrence of a second 
predetermined event. The limitations "that when exercised provides a second potential financial 
benefit substantially the same as the first potential financial benefit, wherein the first call option is 
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exercisable to purchase a second predetermined number of units of the underlying security upon 
the occurrence of a first predetermined event" and "that when exercised provides a third potential 
financial benefit different from the second potential financial benefit, wherein the second call 
option exercisable to purchase a third predetermined number of units of the underlying security 
upon the occurrence of a second predetermined event" are interpreted as intended use of the 
respective options and hence not given patentable weight. These limitations do not affect the steps 
of buying a call option by an issuer from the first counterparty and selling by an issuer, 
simultaneous to the buying of the first call option, to the second counterparty the second call option 
with a higher strike price than the first call option. 

Ritchken Reference teaches a call spread comprising buying from a counterparty a first call 
option and selling to the counterparty a second call option with a higher strike price than the first 
call option (See Ritchken bottom of page 48). 

Both Ritchken and Seaman are concerned with providing a hybrid financial instrument to 
the user. It would have been obvious to one of ordinary skill in the art to include the teachings of 
Ritchken to the disclosure of Seaman. The combination of disclosures suggests that holders would 
have benefited from exercising the option without extinguishing the underlying convertible 
instrument (See Seaman Paragraph 1). 

Claims 2-11, 13-27 and 29-30, the features in these claims are either disclosed in the 
combined disclosure of Ritchken and Seaman or are old and well known in the art. Combining 
the features of derivative instruments with traditional instruments like convertible 
bonds/preferred stocks makes the offering more attractive to the investors compared to 
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traditional straight offering and it also provides tax advantages to the issuer. Hence it would have 
been obvious to include these features to the combined disclosures of Seaman and Ritchken. 

Response to Arguments 

6. Applicant's arguments with respect to pending claims have been considered but are moot 
in view of the new ground(s) of rejection. 

Conclusion 

7. Applicant's amendment necessitated the new ground(s) of rejection presented in this 
Office action. Accordingly, THIS ACTION IS MADE FINAL. See MPEP § 706.07(a). 
Applicant is reminded of the extension of time policy as set forth in 37 CFR 1.136(a). 

A shortened statutory period for reply to this final action is set to expire THREE 
MONTHS from the mailing date of this action. In the event a first reply is filed within TWO 
MONTHS of the mailing date of this final action and the advisory action is not mailed until after 
the end of the THREE-MONTH shortened statutory period, then the shortened statutory period 
will expire on the date the advisory action is mailed, and any extension fee pursuant to 37 
CFR 1 .136(a) will be calculated from the mailing date of the advisory action. In no event, 
however, will the statutory period for reply expire later than SIX MONTHS from the date of this 
final action. 

Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to Dr. Narayanswamy Subramanian whose telephone number is 
(571) 272-6751. The examiner can normally be reached Monday-Thursday from 8:30 AM to 
7:00 PM. If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
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supervisor, Richard Chilcot can be reached at (571) 272-6777. The fax number for Formal or 
Official faxes and Draft to the Patent Office is (571) 273-8300. 

Information regarding the status of an application may be obtained from the Patent 
Application Information Retrieval (PAIR) system. Status information for published applications 
may be obtained from either Private PMR or Public PAIR. Status information for unpublished 
applications is available through Private PMR only. For more information about the PMR 
system, see http://pair-direct.uspto.gov. Should you have questions on access to the Private PAIR 
system, contact the Electronic Business Center (EBC) at 866-217-9197 (toll-free). 




Dr. N. Subramanian 
Primary Examiner 
Art Unit 3692 
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